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W affirm that

We ars cerlfied public accountants licensed lo practice in Michigan,
We Turther affirm the following matefial, “no” responses hava beer disciosed in the financial statements, including the notes, or in Ihe
Managemeant Letter (report of comments and recommendations).

Check each applicable box below. (See instructions for further detall.)

All required component unitsifunds/agencies of the local unit are Included in the financlal staterments andfor disclosed in the
reponting entity notes to the financial statemenis ss necessary.

There are no accumulated deficils In one or more of tis unit's unreserved fund balances/unresticied net assals
{P A, 275 ol 1980} or he local unit has not exceeded Jis budget lor expandiiures.

The local unit is in comphiance with the Unifarm Chart of Accaunts ssued by Ihe Department of Treasury.
Thie local unit has adopted a budget for all required funds.
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A public hearing on the budget was held in accordance with Stata statute.

Tha local unit has not violated the Municipal Finance Act, an order issued under the Emergancy Municipal Loan Act, o
olher gudance as issued by the Local Audil end Finance Division.

The local unil has nol been delinguern in distributing tax ravenues that were collecled lor another laxing unit.
The local unit anly holds deposits/investments that comply with statulory requirsments,

The local unit has no legal or unauthorized axpanditures that came to cut attention as defined in the Bulietin for
Auits of Local Unils of Government in Michigan. as revised {sse Appendiz H of Bulletin).

Thers are no Indications of defalcation, fraud or embezzlemant, which came 1o our attention during the course of our audit
that have nal been previously communicated to the Local Audit and Finance Divisian (LAFD). I there (s such activity thal has
not boan communicated, please submil a separate report under separale cover,

The local urit is free of repeated comments from praviaus years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASE 34 or GASE 34 as madified by MOGAA Statement #7 and ather generally
acceptad accounting principles (GAAP).

The board or council approves all inveices prior to payment as required by chartar or statule.
To out knowledge, hank reconcliiations that wera reviewed were performed timely,
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If a local unit of govemmenl (autharities and commissions included) is operating within the boundaries of the audited entity and Is not
Included In this or any clher audit repert, nor do they obtain a stand-alone audit, please enclose the name(s), addressies), and a
description{s) of the authority and/or commission.
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INDEFENDERT AUGITOR'S REFORT

Villags Counell
village of Colon, Michigan

We have audited the accompanying financial svavemsnts of the
governmental agctivities, the businesgs-type actliviries, =sach major
fund, snd the agoregace yemaining fund Informaticn of the Village af
Colon, Michigan, as of and for the year ended Macch 31, 2007, which
cunecttve;y comprise the Village's haslc financial statements as
listed in the rtable of contents. These financial statemsnts are the
regponall=llity of the Village of Colon managesent. Doy responsibillity
is Lo =xpredss opinicoms on these Einancial statements based oo our
audit.

We conducted our auwlle in accordarice with auditing standards genarally
acceptad in the Unlted States of foerleca and the standards applicable
to financial audits contained ln Coverrment Auditing Standards, issusd
by the Comprroller General of the Unired Staves. Those standards
require. that we plan and perform the aydlt to dbtaln rearonable
agsurance about whéthér the financial statements are free of materlal
misstatement. An audit includes examining, on a test basie, evidence
supporting the amounts and disclosures in the financial otatemenca.
An audlt alzo (ncludes asgseasing the accounting principles used and
algnlficant estimates made hy management, as well as evaluatlng the
overall Financial statement presentation., We believe that our audit
provides a reasonable basis for our opinicns.

In eur spinien, the fipancial statsments yeferved (o abeve present
falvly, In all material respects, the respertive financlal pesitlon
of the governmental activities, the business-type activitien, each
major fund, wand the agoregare remaining fund informarien of the
Village of Colen, Michlgan, a8 of March 31, 2007, and the ragpectlve
changes Ln flnanclal positlod and cash filows, where appllzable,
thereo! for the year then sended in conformity with scopunting
principles generally accepted in che linited States of America.

The wmanagement's dlscusslon and analysls and budgecary comparisson
achedules, as identitied in the table of contents, are not a required
part of thne bastic £financial atstements but are supplemencary
informatlon required by the Govermmental Accounting Standarde Board.
We have applied certaln limlteEd propedures, which conslated
principally of inguiries of mansgement segarding the methods of
meagurement and presentatlon of the 7rTeguired supplementary
informacion. However, we did nov audiy che informapion and exprees
no opinion on it,

In accordance with Government Auditing Standards, we have alsc igsued
ouy reporr daced July 10, 2007, on our considsration of the Villaae
of Colon ipterpal contyol over flpancial reporting and our tests of
its eomplliance with cerxtaln provisions 'of laws, regulations,
contracts, and grant agreements and other mattera. ‘The purpose of
that report 1s to describe the scope of our hescing of incernal
coptrol over the fimancial reporting and complidnee and the resules
of that tspting and not to provide an opinlon ¢n the intaernal control
over fimancial reporting or on compllance. That teport is an integral

parc of che audir perfermed in accordance with Govermment Auditing

Standards and should be consldered In conjunction with this repart in
congddering the results of our audit,

Ao uﬂ.an., ra.

July 19, 2007




VILLAGE OF COLON

MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of the Village of Colon financial performance
provides an overview of the Village’s financial activities for the fiscal
year ended March 31, 2007. Please read it in conjunction with the
Village’s financial statements.

Financial Highlights

The Village’s overall financial position decreased by $82,503 during the
fiscal year ended March 31, 2007, which represents 2.4 percent of the net
asset position at the beginning of the year. Included in the Village'’s
total net assets of $3,397,499 are the Sewer Disposal System Fund net
assets of 51,559,447 and the Water Supply System Fund net assets of
$1,349,656. The Sewage Disposal System’s net assets decreased by $33,763
and the Water Supply System's net assets decreased by $65,358.

The Village’s Governmental Funds reflected a total fund balance at March
31, 2007 of $309,895, which was an increase of $8,896 from the prior year
end. Included in this increase was the General Fund which reflected an
increase of $32,301 and the Major Street and Local Street Funds which
reflected a combined decrease of $23,405.

The total Governmental Fund expenditures for the year ended March 31, 2007,
amounted to $672,828, of which $283,081 (42 percent) was for public works;
$293,819 (44 percent) was for public safety; and $74,195 (11 percent) was
for general government.

Using This Annual Report

This annual report consists of a series of financial statements. The
statement of net assets and the statement of activities provide information
about the activities of the Village as a whole and present a longer-term
view of the Village’s finances. This longer-term view uses the accrual
basis of accounting so that it can measure the cost of providing services
during the current year, and whether the taxpayers have funded the full
cost of providing government services.

The Fund financial statements present a short-term view; they tell us how
the taxpayers' resources were spent during the year, as well as how much is
available for future spending. Fund financial statements also report the
Village’s operations in more detail than the government-wide financial
statements by providing information about the Village’s most significant
funds.



VILLAGE OF COLON

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Village as a Whole
The following table shows, in a condensed format, the net assets as of the
current year end and compared to the prior year end under the modified

accrual basis of accounting:

(dollars presented in thousands)

Governmental Enterprise
Funds Funds
2007 2006 2007 2006
Assets $ 355 $§ 457 S 5,233 S 5,442
Liabilities 45 156 2,324 2,434
Fund Equity
Invested in capital
assets, net of
related debt - - 2,446 2,601
Retained Earnings
Restricted - - 66 04
Unreserved - - 397 343
Fund Balances
Reserved 93 115 - -
Unreserved 217 186 - -
Total Fund
Equity S 310 S 301 S 2,909 S 3,008




VILLAGE OF COLON
MANAGEMENT'S DISCUSSION AND ANALYSIS
The following table shows, in a condensed format, the net assets as of the
current year end and compared to the prior year end as required by GASB 34

stated under the full accrual basis.

(dollars presented in thousands)

Governmental Business-Type
Activities Activities
2007 2006 2007 2006
Current and other assets S 485 S 491 S 484 3 428
Capital assets 132 138 4,644 4,890
Total assets 0l7 629 5,128 5,318
Long-term debt outstanding 88 97 2,199 2,289
Other liabilities 41 60 20 21
Total liabilities 129 157 2,219 2,310
Net assets
Invested in capital assets,
net of related debt 44 41 2,446 2,601
Restricted 194 239 06 64
Unrestricted 250 192 397 343
Total net assets S 488 S 472 S 2,909 S 3,008




VILLAGE OF COLON

MANAGEMENT'S DISCUSSION AND ANALYSIS

The following table shows the changes of the net assets during the current
year as compared to the prior year, under the modified accrual basis of
accounting:

(dollars presented in thousands)

Governmental Enterprise
Funds Funds
2007 2006 2007 2006
Revenue
Taxes $ 366 S 300 $ - $ -
Licenses and permits 9 8 - -
State grants 218 221 - -
Charges for services 52 39 390 392
Fines and forfeitures 6 4 - -
Rents - - 22 22
Interest 5 4 9 7
Other 26 13 12 7
Total revenue 682 589 433 428
Program expenses
General government 74 78 - -
Public safety 294 304 - -
Public works 283 201 - -
Health and welfare 7 6 - -
Recreation and cultural 2 2 - -
Debt service 13 20 - -
Sewer system - - 120 117
Water system - - 89 86
Depreciation - - 245 240
Interest expense - - 78 80
Total expenses 673 611 532 523
Excess (deficiency) $ 9 S (22) 8 (99)5 (95)




VILLAGE OF COLON
MANAGEMENT'S DISCUSSION AND ANALYSIS
The following table shows, in a condensed format, the changes in net assets
during the current year as compared to the prior year as required by GASB

34 stated under the full accrual basis of accounting.

(dollars presented in thousands)

Governmental Business-Type
Activities Activities
Revenues
2007 2006 2007 2006
Program revenues
Charges for services S 67 S 51 $ 390 s 392
Operating grants and contributions 104 105 - -
Capital grants and contributions - - - -
General revenues
Property taxes 366 300 - -
State shared revenues 119 120 - -
Unrestricted investment earnings 6 5 9 7
Miscellaneous 23 9 34 29
Total revenues 685 590 433 428
Expenses
General government 74 84 - -
Public safety 298 312 - -
Public works 283 201 - -
Health and welfare 7 6 - -
Recreation and cultural 2 2 - -
Debt service 4 4 - -
Sewer system - - 211 202
Water system - - 321 321
Total expenses 668 609 532 523
Change in net assets S 17 § (19) s (99) s (95)

The Village’s Funds

Our analysis of the Village’s major funds begins on page 10, following the
government-wide financial statements. The fund financial statements
provide detail information about the most significant funds, not the
Village as a whole. Major funds for the fiscal year ended March 31, 2007
include the General Fund and the Major Street and Local Street Funds.

The General fund pays for most of the Village’s governmental services. The
primary services include police protection services and administrative
services related to general operations that support the primary services.
The General Fund is funded primarily by property taxes and state shared
revenues.



VILLAGE OF COLON

MANAGEMENT'S DISCUSSION AND ANALYSIS

General Fund Budgetary Highlights

As shown in the required supplemental information, the Village budgeted a
decrease of $43,098 in the original budget and a decrease of $44,239 in the
amended budget. Actual operating results ended up as an increase of
$32,301.

The original budget was amended to reflect an increase in expenditures of
$1,141.

The actual results ended the fiscal year better by $76,540 compared to the
amended budget.

Capital Assets and Debt Administration

During the year ended March 31, 2007, the total capital assets of the
Village increased by $24,040 for motor vehicle equipment which was paid for
with operating funds. The capital assets of the Village decreased by
$10,000 for the disposal of motor vehicle equipment.

During the year ended March 31, 2007, the total debt obligations of the
Village decreased by principal payments of $98,908. Total debt obligations
at March 31, 2007 amounted to $2,286,713.

Contacting the Village’s Management

This financial report is intended to provide our citizens, taxpayers,
customers, and investors with a general overview of the Village’s finances
and to show the Village’s accountability for the money it receives. If you
have questions about this report or need additional information, we welcome
you to contact the Village office.



GOVERNMENT-WIDE FINANCIAL STATEMENTS



VILLAGE OF COLON
STATEMENT OF NET ASSETS

MARCH 31, 2007
Primary Government
Business
Governmental Type
Activities Activities Total
ASSETS
Cash and investments S 396,390 S 357,231 S 753,621
Receivables, net 73,438 57,829 131,267
Internal balances 2,982 (2,982) -
Prepaid and other assets 12,545 5,776 18,321
Restricted assets - 65,832 65,832
Capital assets - net 131,663 4,644,522 4,776,185
Total assets 617,018 5,128,208 5,745,226
LIABILITIES
Accounts payable 36,065 - 36,065
Accrued and other
liabilities 4,499 20,450 24,949
Debt obligations:
Due within one year 9,538 95,000 104,538
Due in more than one year 78,520 2,103,655 2,182,175
Total liabilities 128,622 2,219,105 2,347,727
NET ASSETS
Invested in capital assets,
net of related debt 43,605 2,445,867 2,489,472
Restricted:
Debt service - 18,747 18,747
Water system maintenance - 47,085 47,085
Road maintenance 189, 655 - 189, 655
Other purposes 4,875 - 4,875
Unrestricted 250,261 397,404 647,665
Total net assets S 488,396 S 2,909,103 3,397,499

See accompanying notes to financial statements
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VILLAGE OF COLON

STATEMENT OF ACTIVITIES

MARCH 31, 2007
Program Revenues
Charges Operating Capital
for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary government
Governmental activities:
General government S 74,267 S 51,582 $ - S -
Public safety 297,822 9,209 2,051 -
Public works 283,081 6,209 102,190 -
Health and welfare 6,600 - - -
Recreation and cultural 1,874 - - -
Interest on long-term debt 4,351 - - -
Total governmental
activities 667,995 67,000 104,241 -
Business-type activities:
Sanitary sewer 210,653 154,522 - -
Water 321,341 235,626 - -
Total business-type
activities 531,994 390,148 - -
Total primary
government $ 1,199,989 S 457,148 § 104,241 § -

General revenues:
Property taxes

State shared revenues

Unrestricted investment earnings
Miscellaneous

Total general revenues

CHANGE IN NET ASSETS

NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

See accompanying notes to the financial statements




Net (Expense) Revenue and Changes in Net Assets
Primary Government
Business
Governmental Type

Activities Activities Total
S (22,685) $ - $ (22,685)
(286,562) - (286,562)
(174,0682) - (174,0682)
(6,600) - (6,600)
(1,874) - (1,874)
(4,351) - (4,351)
(496, 754) - (496, 754)
- (56,131) (56,131)
- (85,715) (85,715)
- (141,846) (141,846)
(496, 754) (141,8406) (638,600)
366,371 - 366,371
118,395 - 118,395
5,295 8,483 13,778
23,311 34,242 57,553
513,372 42,725 556,097
16,618 (99,121) (82,503)
471,778 3,008,224 3,480,002

488,396

2,909,103 S5 3,397,499




FUND FINANCIAL STATEMENTS



ASSETS

Cash and cash equivalents

Accounts receivable

Due from other
governmental units

Due from other funds

Prepaid expenditures

Total assets

LIABILITIES AND FUND BALANCE

VILLAGE OF COLON

GOVERNMENTAL FUNDS
BALANCE SHEET
MARCH 31, 2007

Major Local Total
General Street Street Governmental
Fund Fund Fund Funds
$ 180,551 s 37,446 S 51,356 S 269,353
1,597 500 - 2,097
53,843 11,864 5,634 71,341
4,254 - - 4,254
8,055 160 160 8,375

g 248,300 $ 49,970 8 57,150 8 355,420

LIABILITIES
Accounts payable $ 36,065 $ - $ - $ 36,065
Accrued liabilities 3,765 311 234 4,310
Due to other funds 12 2,998 2,140 5,150
Total liabilities 39,842 3,309 2,374 45,525

FUND BALANCE
Reserved for police training 1,470 - - 1,470
Reserved for drug enforcement 3,405 - - 3,405
Reserved for road maintenance 88,218 - - 88,218
Unreserved, undesignated 115,365 46,661 54,776 216,802
Total fund balance 208,458 46,661 54,776 309,895

Total liabilities
and fund balance

g 248,300 S 49,970 8 57,150 8 355,420

See accompanying notes to financial statements
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VILLAGE OF COLON
GOVERNMENTAL FUNDS
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
MARCH 31, 2007

Total governmental fund balances $ 309,895

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities
are not financial resources and therefore are
not reported in the funds.

Governmental capital assets $ 170,300
Less accumulated depreciation (76,719) 93,581

Certain liabilities are not due and payable in
the current period and therefore are not
reported in the funds.

Notes payable (88,058)

Internal service funds are used by management
to charge the costs of certain activities to
individual funds. The assets and liabilities
of the internal service funds are reported with
governmental activities.

Net assets of the internal service funds 172,978

Net assets of governmental activities S 488,396

See accompanying notes to financial statements
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VILLAGE OF COLON

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES

YEAR ENDED MARCH 31, 2007

Major Local Total
General Street Street Governmental
Fund Fund Fund Funds
REVENUE
Taxes S 366,371 S - - 366,371
Licenses and permits 9,209 - - 9,209
State grants 120,440 66,302 31,401 218,149
Charges for services 51,582 - - 51,582
Fines and forfeitures 6,209 - - 6,209
Interest 3,554 503 229 4,286
Other 13,395 7,503 5,020 25,918
Total revenue 570,766 74,308 36,650 681,724
EXPENDITURES
Legislative 26,535 - - 26,535
General government 47,660 - - 47,0660
Public safety 293,819 - - 293,819
Public works 148,718 85,128 49,235 283,081
Health and welfare 6,600 - - 6,600
Recreation and cultural 1,874 - - 1,874
Debt service 13,259 - - 13,259
Total expenditures 538,465 85,128 49,235 672,828
EXCESS (DEFICIENCY) OF
REVENUE OVER EXPENDITURES 32,301 (10,820) (12,585) 8,896
OTHER FINANCING SOURCES (USES)
Transfers from other funds - - 18,000 18,000
Transfers to other funds - (18,000) = (18,000)
Total other financing
sources (uses) - (18,000) 18,000 -
EXCESS (DEFICIENCY) OF
REVENUE AND OTHER SOURCES OVER
EXPENDITURES AND OTHER USES 32,301 (28,820) 5,415 8,896
FUND BALANCE -
BEGINNING OF YEAR 176,157 75,481 49,361 300,999
FUND BALANCE -
END OF YEAR S 208,458 S 46,661 S 54,776 S 309,895

See accompanying notes to financial statements
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VILLAGE OF COLON
GOVERNMENTAL FUNDS
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED MARCH 31, 2007

Net change in fund balances - total governmental funds $ 8,896

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is depreciated over their estimated useful lives.

Expenditures for capital assets -
Depreciation expense (5,908)

Loan proceeds provide current financial resources to
governmental funds in the period issued, but issuing debt
increases long-term liabilities in the statement of net
assets. Repayment of loan principal is an expenditure in
the governmental funds, but the repayment reduces long-
term liabilities in the statement of assets.

Proceeds from debt obligations -
Principal payments on debt obligations 8,908

Internal service funds are used by management to charge
the cost of certain services to individual governmental
and business-type funds. The net revenue (expense) of
the internal service funds are allocated to governmental
and business-type activities.

Net change from internal service funds related to
governmental activities 4,722

Change in net assets of governmental activities S 16,618

See accompanying notes to financial statements
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VILLAGE OF COLON
PROPRIETARY FUNDS

STATEMENT OF NET ASSETS

ASSETS
CURRENT ASSETS
Cash
Investments
Accounts receivable
Due from other funds
Prepaid and other assets

Total current assets

NONCURRENT ASSETS
Restricted assets
Capital assets, net of

depreciation

Total noncurrent assets
Total assets

LIABILITIES
CURRENT LIABILITIES
Current portion of
long-term debt
Accounts payable
Accrued and other liabilities
Due to other funds

Total current liabilities

NONCURRENT LIABILITIES
Long-term debt, net of
current portion

Total liabilities

NET ASSETS
Invested in capital assets,
net of related debt
Restricted for maintenance
and repair
Restricted for debt service
Unrestricted

Total net assets

See accompanying notes to financial statements

MARCH 31, 2007
Motor
Sewage Water Pool
Disposal Supply Internal
System System Service
Fund Fund Total Fund
219,381 $ 2,317s$ 221,698 $ 127,037
135,533 - 135,533 -
24,368 33,461 57,829 -
102,154 12 102,166 6,705
3,448 2,328 5,776 4,170
484,884 38,118 523,002 137,912
- 65,832 65,832 -
1,077,285 3,567,237 4,644,522 38,082
1,077,285 3,633,069 4,710,354 38,082
1,562,169 3,671,187 5,233,356 175,994
- 95,000 95,000 -
492 19,958 20,450 189
2,230 102,918 105,148 2,827
2,722 217,876 220,598 3,016
- 2,103,655 _ 2,103,655 -
2,722 2,321,531 _ 2,324,253 3,016
1,077,285 1,368,582 2,445,867 38,082
- 47,085 47,085 -
- 18,747 18,747 -
482,162 (84,758) 397,404 134,896
51,559,447 $1,349,656 82,909,103 5 172,978
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VILLAGE OF COLON
PROPRIETARY FUNDS
STATEMENT OF REVENUE, EXPENSES,
AND CHANGES IN NET ASSETS

YEAR ENDED MARCH 31, 2007
Motor
Sewage Water Pool
Disposal Supply Internal
System System Service
Fund Fund Total Fund
OPERATING REVENUE
Charges for services $ 154,522 $ 235,626 $ 390,148 s 68,056
OPERATING EXPENSES
Operating and administrative 120,162 89,193 209,355 41,791
Depreciation 90,491 154,844 245,335 24,432
Total operating expenses 210,653 244,037 454,690 66,223
OPERATING INCOME (LOSS) (56,131) (8,411) (64,542) 1,833
NONOPERATING REVENUE (EXPENSES)
Rental income 8,000 13,879 21,879 -
Investment income 7,851 632 8,483 1,009
Other revenue 6,517 5,846 12,363 1,880
Interest expense - (77,304) (77,304) -
Total nonoperating
revenue (expense) 22,368 (56,947) (34,579) 2,889
CHANGE IN NET ASSETS (33,763) (65,358) (99,121) 4,722
NET ASSETS - BEGINNING OF YEAR 1,593,210 1,415,014 3,008,224 168,256
NET ASSETS - ENDING OF YEAR 51,559,447 51,349,656 52,909,103 8 172,978

See accompanying notes to financial statements

_15_




VILLAGE OF COLON
PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS

YEAR ENDED MARCH 31, 2007
Motor
Sewage Water Pool
Disposal Supply Internal
System System Service
Fund Fund Total Fund
Cash flows from operating
activities
Receipts from customers $ 153,999 $ 238,248 S 392,247 S -
Receipts for internal
services - - - 68,056
Payments to employees
and suppliers (152,040)___(109,433)__(261,473) (44,310)
Net cash provided (used)
by operating activities 1,959 128,815 130,774 23,746
Cash flows from non-capital
financing activities
Other receipts 14,800 19,725 34,531 -
Cash flows from capital and
related financing activities
Principal paid on debt - (90,000) (90,000) -
Interest paid on debt - (77,560) (77,560) -
Acquisition of capital assets - - (24,040)
Proceeds from sale of assets - - - 1,880
Net cash provided (used)
by capital and related
financing activities - (167,560) (167,560) (22,160)
Cash flows from investing activities
Interest received on
investments 7,851 632 8,483 1,009
Purchase of investment (5,272) - (5,272) -
Net cash provided (used)
by investing activities 2,579 632 3,211 1,009
Net increase (decrease)
in cash 19,344 (18,388) 956 2,595
Cash and Cash Equivalents -
Beginning of Year 200,037 86,537 286,574 124,442
Cash and Cash Equivalents -
End of Year S 219,381 8 68,149 s 287,5308 127,037

See accompanying notes to financial statements
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VILLAGE OF COLON
PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS - Continued
YEAR ENDED MARCH 31, 2007

Motor
Sewage Water Pool
Disposal Supply Internal
System System Service
Fund Fund Total Fund
Reconciliation of operating
income (loss) to net cash
provided by (used for)
operating activities
Operating income (loss) S (56,131)% (8,411)$ (64,542)% 1,833
Adjustments to reconcile
operating income (loss) to
net cash provided by (used
for) operating activities
Depreciation 90,491 154,844 245,335 24,432
(Increase) decrease in:
Accounts receivable (523) 2,622 2,099 -
Other current assets 3 2 5 5
Due from other funds (32,575) (12) (32,587) (1,820)
Increase (decrease) in:
Accounts payable - - - (4,057)
Accrued liabilities (599) 35 (564) 189
Due to other funds 1,293 (20,265) (18,972) 3,164
Net cash provided by
(used for) operating
activities S 1,9595 128,8158 130,774 8 23,746

See accompanying notes to financial statements
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NOTE 1

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Village of Colon conform
to accounting principles generally accepted in the United States
of America (GAAP) as applicable to villages. GAAP includes all
relevant Governmental Accounting Standards Board (GASB)
pronouncements. In the government-wide financial statements and
the fund financial statements for proprietary funds, Financial
Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30,
1989, have been applied unless those pronouncements conflict with
or contradict GASB pronouncements, in which case, GASB prevails.
For enterprise funds, GASB 20 and 34 provide the Village the
option of electing to apply FASB pronouncements issued after
November 30, 1989. The Village has elected not to apply those
pronouncements. The more significant accounting policies
establishing GAAP and used by the Village are discussed below.

Reporting Entity

The Village of Colon operates a Council-President form of
government and provides the following services as authorized by
its charter: public safety (police, fire and inspections),
highways and streets, sanitation, parks and recreation, public
improvements, planning and =zoning, and general administrative
services.

As required by generally accepted accounting principles, GASB 14,
these financial statements present the Village (the primary
government) and 1its component wunits, entities for which the
Village is considered to be financially accountable. There are no
component units to be included in these financial statements.



NOTE 1

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Basis of Accounting - Government-Wide Financial Statements - The
statement of net assets and the statement of activities display
information about the Village as a whole. They include all
funds of the reporting entity except for fiduciary funds. These
statements distinguish between activities that are governmental
and those that are considered business-type activities. Internal
service fund activity is eliminated to avoid “doubling-up” revenues
and expenses.

The government-wide statements are prepared using the economic
resources measurement focus and the accrual basis of accounting.
This is the same approach used in preparation of the proprietary
fund financial statements but differs from the manner in which
the governmental fund financial statements are prepared.
Therefore, governmental fund financial statements include a
reconciliation with brief explanations to better identify the
relationship Dbetween the government-wide statements and the
statements for governmental funds.

The government-wide statement of activities presents a comparison
between expenses, both direct and indirect, and program revenues
for each segment of the business-type activities of the Village
and for each governmental and component unit program. Direct
expenses are those that are specifically associated with a
service, program or department and are therefore clearly

identifiable to a particular function. Some functions, such as
administrative and financial services include expenses that are,
in essence, indirect expenses of other functions. Program

revenues include charges paid by the recipients of the goods or
services offered by the programs and grants and contributions
that are restricted to meeting the operational or capital
requirements of a particular program. Revenues which are not
classified as program revenues are presented as general revenues.
The comparison of program revenues and expenses identifies the
extent to which each program is self-financing or draws from the
general revenues of the Village.

Net assets should be reported as restricted when constraints
placed on net asset use are either externally imposed by
creditors (such as through debt covenants), grantors,
contributors or laws or regulations of other governments or
imposed by law through constitutional provisions or enabling
legislation. When both restricted and unrestricted resources are
available, it 1s the Village's policy to use restricted
resources first, then unrestricted resources as they are needed.



NOTE 1

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Basis of Accounting - Fund Financial Statements - Fund financial
statements of the reporting entity are organized into funds, each
of which is considered to be a separate accounting entity. Each
fund is accounted for by providing a separate set of self-
balancing accounts that constitute its assets, liabilities, fund
equity, revenues and expenditure/expenses. Funds are organized
into three major categories: governmental, proprietary and
fiduciary. The focus of governmental and enterprise fund
financial statements 1s on major funds rather than reporting
funds by type. A fund is considered major if it is the primary
operating fund of the Village or meets the following criteria:

*  Total assets, liabilities, revenues or expenditures/expenses
of that individual governmental or enterprise fund are at
least 10 percent of the corresponding total for all funds of
that category or type; and

*  Total assets, liabilities, revenues or expenditures/expenses
of the individual governmental or enterprise fund are at least
5 percent of the corresponding total for all governmental and
enterprise funds combined.

* Any fund the Village elects to include as a major fund.

Each major fund is presented in a separate column. Non-major
funds are aggregated and presented in a single column.

The Village reports the following major funds:

General Fund - The general fund is the general operating fund
of the Village. The fund 1is wused to account for all
financial transactions except those required to be accounted
for in another fund. Revenues are derived primarily from
property taxes, state shared revenues and charges for
services.

Special Revenue Funds

Major Street Fund - To account for gas and
weight tax allocations to the Village by the Michigan
Department of Transportation for construction and

maintenance of major streets within the Village.

Local Street Fund - To account for gas and weight tax
allocations to the Village by the Michigan Department of
Transportation for construction and maintenance of local
streets within the Village.
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NOTE 1

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Enterprise Funds

Sewage Disposal System Fund - To account for user charges and
for operating expenses and debt service of the Village’s sewer
system.

Water Supply System Fund - To account for user charges and for
operating expenses and debt service of the Village's water

system.

following 1s a description of two major categories and

various fund types within those categories into which the funds
are grouped:

Governmental Fund - All governmental funds are accounted for
using modified accrual basis of accounting and the current
financial resources measurement focus. Under the modified
accrual basis of accounting, revenues are recognized in the
accounting period in which they become susceptible to accrual
(i.e., when they Dbecome both measurable and available).
Expenditures are recognized in the accounting period in which

the fund liability is incurred, if measurable.
Revenue Recognition - "Measurable" means the amount of the
transaction can be determined and "available" means

collectable within the current period or soon enough
thereafter to be used to pay liabilities of the current
period. The Village considers property taxes, special
assessments, licenses, interest revenue and charges for sales
and services as susceptible to accrual if the amount was due
on or before fiscal year end and collection was within one
year after vyear end except for property taxes for which
collection must be within two months of year end.
Reimbursements due for state and federally funded projects are
accrued as revenue at the time the expenditures are made, or
when received 1in advance, deferred until expenditures are

made. All other revenue 1is recognized as payments are
received.

Expenditure Recognition - The measurement focus of
governmental accounting is on decreases 1in net financial
resources (expenditures) rather than expenses. Most
expenditures are measurable and are recorded when the related
fund liability is incurred. However, principal and interest
on general long-term debt, which has not matured, are
recognized when ©paid. Allocation of costs, such as

depreciation and amortization, are not recognized in the
governmental funds.
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VILLAGE OF COLON
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The following is a description of the governmental fund types of
the Village:

General Fund - The general fund is the general operating fund

of the Village. The fund 1is wused to account for all
financial transactions except those required to be accounted
for in another fund. Revenues are derived primarily from
property taxes, state shared revenues and charges for
services.

Special Revenue Funds - Special revenue funds are used to

account for the proceeds of specific revenue sources (other
than special assessments and major capital projects) requiring
separate accounting because of legal or regulatory provisions
or administrative action.

Proprietary Funds - All proprietary funds are accounted for
using the accrual basis of accounting. These funds account
for operations that are primarily financed by user charges.
The economic resource focus concerns determining costs as a
means of maintaining the capital investment and management
control. Their revenues are recognized when they are earned
and their expenses are recognized when they are incurred.
Allocations of costs, such as depreciation, are recorded in
proprietary funds. Unbilled utility receivables are recorded
at year end.

Proprietary funds distinguish operating revenues and expenses
from nonoperating items. Operating revenues and expenses
generally result from providing services and producing and
delivering goods 1in connection with a proprietary fund's

principal ongoing operations. The ©principal operating
revenues of the Village's enterprise funds are charges to
customers for sales and services. The water and sewer funds

also recognizes as operating revenue the portion of tap fees
intended to recover the cost of connecting new customers to
the system. Operating expenses include the cost of sales and
services, administrative costs and depreciation on capital
assets. All revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenses.
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NOTE 1

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The following is a description of the proprietary fund types of
the Village:

Enterprise Funds - Enterprise funds report operations that
provide services which are financed primarily by user charges,
or activities where periodic measurement of net income is
appropriate for capital maintenance, public policy, management
control or other purposes.

Internal Service Funds - Internal service funds are used to record
the financing of goods or services provided by the Village to other
departments and funds or to other governmental units on a cost
reimbursement basis.

Budgets and Budgetary Accounting - Budgets are adopted on a
basis consistent with generally accepted accounting principles.
Annual appropriated budgets are legally adopted for the general
and special revenue funds. The Village adopts its budget in
accordance with Public Act 621, the Uniform Budgeting and
Accounting Act, which mandates an annual budget process and an
annual appropriation act to implement the Dbudget. The Village
follows these procedures in establishing the budgetary data
reflected in the financial statements:

*  On or about February 1, the Village President submits to the
Village Council a proposed operating budget for the fiscal
year commencing the following April 1. The operating
budget includes proposed expenditures and the means of
financing them.

* Public hearings are conducted to obtain taxpayer comments.

*  On or about April 1, the budget 1is legally enacted through
passage of resolution.

* The Village President 1is authorized to transfer Dbudgeted
amounts within departments.

* The budget for the general fund and special revenue funds are
adopted on a basis consistent with generally accepted
accounting principles.

* Appropriations for the general fund and special revenue funds
lapse at the end of the fiscal year.

* Budgeted amounts are as originally adopted or as amended by
the Village Council.
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NOTE 1

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Deposits and Investments - Statutes authorize the ©primary
government and component units to invest in the following:

* In bonds, securities and other obligations of the United
States or agency or instrumentality of the United States.

* In certificates of deposit, savings accounts, deposit
accounts or depository receipts of a bank which is a member
of the Federal Deposit Insurance Corporation, a saving and
loan association which is a member of the Federal Savings and
Loan Insurance Corporation or a credit union which is insured
by the National Credit Union Administration.

* In commercial paper rated at the time of purchase within the
two highest classifications established by not less than two
standard rating services and which matures not more than 270
days after the date of purchase.

* In United States government of federal agency obligation
repurchase agreements.

* In banker's acceptances of United States banks.

* In obligations of this state or any of 1its political
subdivisions that at the time of purchase are rated as
investment grade by not less than one standard rating
service.

* In mutual funds composed of investment vehicles which are
legal for direct investment by local units of government in
Michigan.

Cash and cash equivalents include cash on hand, demand deposits,
and short-term investments with a maturity of three months or
less when acquired. Investments are stated at fair value.

Receivables and Payables - Activity between funds that are
representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as "advances to/from
other funds." All other outstanding balances between funds are
reported as "due to/due from other funds." Any residual
balances outstanding between the governmental activities and
the Dbusiness-type activities are reported in the government-
wide financial statements as "internal balances".

All trade and property tax receivables are shown as net of
allowance for uncollectible amounts.
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NOTE 1

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Prepaid Items - Certain payments to vendors reflect costs
applicable to future accounting periods and are recorded as
prepaid items.

Capital Assets and Depreciation - Capital assets, which include
property, plant, equipment and infrastructure assets (e.g.,
roads, bridges, sidewalks and similar items), are reported in
the applicable governmental or business-type activities columns
in the government-wide financial statements. Capital assets
are defined by the Village as assets with an initial,
individual cost of more than $5,000 and an estimated wuseful
life 1in excess of five vyears. Such assets are recorded at
historical cost or estimated historical cost of purchase or
construction. Contributed assets are recorded at estimated
fair market wvalue at the date of donation. Additions,
improvements and other capital outlays that significantly
extend the useful life of an asset are also capitalized. Other
costs incurred for repairs and maintenance are expensed as
incurred. Depreciation on all assets 1s provided on the
straight-line basis over the following estimated useful lives:

Depreciable
Life-Years

Land improvements 15-40
Streets 15-20
Utility systems 30-50
Buildings and improvements 15-50
Machinery and equipment 5-20
Vehicles 2="7
Furniture and other 3-7
Long-Term Obligations - In the government-wide financial

statements and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental
activities, business-type activities or proprietary fund type
statement of net assets. Bond premiums and discounts, as well
as 1ssuance costs, are deferred and amortized over the life of
the bonds using the effective interest method. Bonds payable are
reported net of the applicable bond premium or discount. Bond
issuance costs are reported as deferred charges and amortized
over the term of the related debt.

_25_



NOTE 1

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

In the fund financial statements, governmental fund types
recognize bond premiums and discounts, as well as bond issuance
costs during the current period. The face amount of debt issued
is reported as other financing sources. Premiums received on
debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.

Property Taxes - The Village's property taxes are levied as an
enforceable lien on property as of December 1. Village taxes are
levied on the following July 1 and are payable without penalty
through September 16. Real property taxes not collected as of
March 1 are turned over to St. Joseph County for collection. The
County advances the Village 100% for delinquent real property
taxes. Collection of delinquent personal property taxes remains
the responsibility of the Village's treasurer. The Village's
property taxes levied on July 1 provide the revenue for the
current fiscal year.

The assessed and state equalized taxable wvalue of real and
personal property located in the Village totaled $25,622,343.
The Village's general operating levy for the year was based on
a millage rate of 11.123.

Compensated Absences - It is the Village’s policy to not pay for
unused vacation or sick days and not to allow accumulation of
unpaid days. Therefore, no current or long-term liability has
been accrued.

Fund Equity - In the fund statements, reservations of fund
balance represent amounts that are not available for
appropriation or are legally segregated for a specific purpose.
Designations of fund balance represent tentative management plans
that are subject to change.

Use of Estimates - The preparation of financial statements in
conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from
those estimates.

_26_



NOTE 2 -

NOTE 3 -

VILLAGE OF COLON
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007
DEPOSITS AND INVESTMENTS

The Village’s deposits and investments are included on the
balance sheet under the following classifications:

Primary
Government
Statement of Net Assets:
Cash and investments S 753,621
Restricted assets 65,832
Total S 819,453
Deposits and Investments:
Bank deposits (checking accounts and
savings accounts) S 653,920
Certificates of deposit 165,533
Total S 819,453
Deposits - The deposits of the Village were reflected in the

accounts of the bank (without recognition of checks written but
not yet cleared or of deposits 1in transit) at approximately
$859,830. Of that amount, approximately $330,000 was covered
by federal depository insurance and $529,830 was uninsured
and uncollateralized.

The Village Dbelieves that due to the dollar amounts of cash
deposits and the limits of FDIC insurance, it is impractical to
insure all bank deposits. As a result, the Village evaluates each
financial institution it deposits Village Funds with and assesses
the level of risk of each institution; only those institutions with
an acceptable estimated risk level are used as depositories.

RECEIVABLES

Receivables in the governmental activities are 97 percent due
from other governments, 2 percent accounts receivable, and 1
percent accrued interest receivable. Business-type activities
receivables are 100 percent due from customers.

Accounts receivable in the governmental activities and the
business-type activities are reported net of an allowance for
uncollectible accounts of -0-.



NOTE 4

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund receivables and payables consisted of the following at
March 31, 2007:

Fund Receivable Fund Pavyable

Due from/to other funds
General S 4,254 Major Street §$ 4
Sewer 1,423
Motor Pool 2,827
4,254
Water 12 General 12
Sewer 102,154 Water 102,154
Motor Pool 6,705 Major Street 2,994
Local Street 2,140
Sewer 807
Water 764
6,705
Totals S 113,125 S 113,125

The Due From/To Other Fund balances resulted from temporary loans
to cover cash short falls in a given fund and from a time lag
between the dates that interfund goods and services are provided
or reimbursable expenditures occur, transactions are recorded in
the accounting system, and payments between funds are made.

Transfers consisted of the following for the year ended March
31, 2007:

Transfers Transfers
Fund Out Fund In
Major Street $ 18,000 Local Street S 18,000
Transfers are used to: (1) move revenues from the fund that is
required to collect them to the fund that is required or allowed
to expend them; (2) the transfer from the major street fund to

the local street fund represents the sharing of gas and weight
tax revenues; and (3) use unrestricted revenues collected in the
general fund to finance wvarious programs accounted for in other
funds in accordance with budgetary authorizations.
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NOTE 5

VILLAGE OF COLON
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007
CAPITAL ASSETS

Capital assets activity for the year ended March 31, 2007, was
as follows:

Balance Balance
April 1, March 31,
2006 Additions Disposals 2007

Primary Government

Governmental activities

Capital assets, not
being depreciated:

Land $ 13,600 s - $ - $ 13,600
Capital assets, being
depreciated:
Buildings and
improvements 95,263 - - 95,263
Machinery and
equipment 296,063 24,040 10,000 310,103
Vehicles 59,437 - - 59,437
Subtotal 450,763 24,040 10,000 464,803
Accumulated depreciation
Buildings and
improvements 19,715 1,905 - 21,620
Machinery and
equipment 257,590 24,431 10,000 272,021
Vehicles 49,096 4,003 - 53,099
Subtotal 326,401 30,339 10,000 346,740
Net capital assets
being depreciated 124,362 118,063
Net capital assets S 137,962 S 131,663



VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

NOTE 5 - CAPITAL ASSETS - Continued
Balance Balance
April 1, Disposals/ March 31,
2006 Additions Transfers 2007

Business-Type activities

Capital assets, not
being depreciated:

Land $ 38,841 s - $ - $ 38,841
Capital assets, being
depreciated:
Sewage disposal
system 3,111,558 - - 3,111,558
Water supply
system 4,431,858 - - 4,431,858
Subtotal 7,543,416 - - 7,543,416
Accumulated depreciation
Sewage disposal
system 1,943,783 90,490 - 2,034,273
Water supply
system 748,619 154,844 - 903,463
Subtotal 2,692,402 245,334 - 2,937,736
Net capital assets
being depreciated 4,851,014 4,605,680
Net capital assets S 4,889,855 S 4,644,521

Depreciation expense was charged to functions/programs of the
primary government as follows:

Governmental activities: Business-type activities:
General government $ 418 Sanitary Sewer $ 90,490
Public safety 5,340 Water 154,844
Public works 24,575

Total S 30,339 Total S 245,334




VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

NOTE 6 - LONG-TERM DEBT

Following is a summary of long-term debt transactions for the year
ended March 31, 2007:

Balance Balance
April 1, March 31, Current
2006 Additions Reductions 2007 Portion
Governmental Activities
Note payable $ 31,834 s - $ 7,409 S 24,425 S 7,768
Note payable 65,132 - 1,499 63,633 1,770
96, 966 - 8,908 88,058 9,538
Business-Type Activities
Revenue bonds 775,000 - 10,000 765,000 10,000
Revenue bonds 1,513,655 - 80,000 1,433,655 85,000
2,288,655 - 90,000 2,198,655 95,000
Total Primary
Government
Long-Term Debt $ 2,385,621 § - S 98,908 $ 2,286,713 $ 104,538

Long-term debt payables at March 31, 2007, consisted of the
following individual issues:

Governmental Activities

Note payable to bank, yearly payments of
$8,892, including interest at 4.60%,
final payment December 1, 2009, secured
by fire truck S 24,425

Note payable to bank, monthly payments
of $365 including interest at 4.75%,
until January 11, 2007. Monthly
payments of $451 including interest
at 5.80% after January 11, 2007, final
payment of $54,235 due January 26, 2012,
secured by real estate 63,633

Total Governmental Activities S 88,058

Business-Type Activities

2000 Water Supply System USA Revenue Bonds
approved in the amount of $805,000,
payable in annual installments of $5,000
t0$45,000 beginning October 1, 2001
through October 1, 2040, interest at
5.125%, payable semi-annually S 765,000
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NOTE 6 -

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

LONG-TERM DEBT - Continued

2000 Water Supply System DWRF Revenue Bonds
approved in the amount of $2,085,000,
payable in annual installments of $80,000
to $130,000 beginning April 1, 2004 through
April 1, 2022, interest at 2.5%, payable

semi-annually 1,433,655
Total Business-Type Activities 2,198,655
Total Primary Government Long-Term Debt $ 2,286,713

Debt Service Requirements

The annual requirements to service all debt outstanding as of March
31, 2007, including both principal and interest, are as follows:

Governmental Activities

Principal Interest Total

2008 S 9,540 S 4,768 S 14,308
2009 10,003 4,305 14,308
2010 10,513 3,819 14,332
2011 2,105 3,309 5,414
2012 55,897 2,662 58,559

Total S 88,058 S 18,863 S 106,921

Business-Type Activities
Principal Interest Total

2008 S 95,000 S 75,048 S 170,048
2009 95,000 72,410 167,410
2010 100,000 69,773 169,773
2011 100,000 67,010 167,010
2012 105,000 64,248 169,248
2013-2017 575,000 276,544 851,544
2018-2022 553, 655 190, 397 744,052
2023-2027 105,000 137,094 242,094
2028-2032 135,000 107,369 242,369
2033-2037 165,000 69,700 234,700
2038-2040 170,000 22,295 192,295

Total S 2,198,655 S5 1,151,888 S$ 3,350,543
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NOTE 7 -

NOTE 8 -

NOTE 9 -

NOTE 10-

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

RISK MANAGEMENT

The Village is exposed to various risks of loss related to property
loss, torts, errors and omissions, and employee injuries (workers'
compensation), as well as medical benefits provided to employees.
The Village has purchased commercial insurance for most risks of
loss to which it 1is exposed. Settled claims relating to the
commercial insurance have not exceeded the amount of insurance
coverage in any of the past three fiscal years.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

The annual budget is prepared by the Village President and adopted
by the Village Council; subsequent amendments are approved by the
Village Council. Unexpended appropriations lapse at year-end;
encumbrances are not included as expenditures. During the current
year, the budget was amended in a legally permissible manner.

The budget has been prepared in accordance with generally accepted
accounting principles.

State statutes provide that a local unit shall not incur
expenditures in excess of the amount appropriated. The approved
budgets of the Village were adopted on a fund level basis.

During the vyear ended March 31, 2007, the Village incurred
expenditures in excess of the amounts appropriated at the legal
level of budgetary control as follows:

NONE
RELATED PARTY TRANSACTIONS

The Village purchases fuel, o0il, etc. from a service station owned
by the Village President. The total purchases for the year ended
March 31, 2007 were $16,440. At March 31, 2007 accounts payable to
the service station was $1,534.

RETIREMENT PLAN

Effective January 1, 2001, the Village established a defined
contribution retirement plan. Effective January 1, 2006, the
Village changed the retirement plan to a IRC Section 457 Deferred
Compensation Plan. All employees are eligible after the second year
of employment. The Village contributes 6 percent of the employees’
compensation for the plan year while the employee is a participant.
For the year ended March 31, 2007, pension expense was $8,061.
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REVENUES
Taxes

REQUIRED SUPPLEMENTAL INFORMATION
GENERAL FUND
BUDGETARY COMPARISON SCHEDULE

Licenses and permits

State grants

Charges for services
Fines and forfeitures

Interest
Other

Total revenues

EXPENDITURES
Legislative

General government
Public safety

Public works

Health and welfare

Recreation and cultural

Debt service

Total expenditures

EXCESS

(DEFICIENCY)

OF

REVENUES OVER EXPENDITURES

FUND BALANCE - Beginning

of year

VILLAGE OF COLON

YEAR ENDED MARCH 31, 2007

Variance

With

Original Amended Amended

Budget Budget Actual Budget
299,975 $ 299,975 S 366,371 5 66,396
7,600 7,600 9,209 1,609
128,970 128,970 120,440 (8,524)
58,445 58,445 51,582 (6,863)
2,250 2,250 6,209 3,959
1,355 1,355 3,554 2,199
300 300 13,395 13,095
498,895 498,895 570,766 71,871
17,428 17,428 26,535 (9,107)
51,900 51,900 47,660 4,240
301, 386 302,527 293,819 8,708
149,010 149,010 148,718 292

6,000 6,600 6,600 -
2,969 2,969 1,874 1,095
12,700 12,700 13,259 (559)
541,993 543,134 538,465 4,669
(43,0098) (44,239) 32,301 76,540

176,157 176,157 176,157 -
133,059 5 131,918 S 208,458 S 76,540

FUND BALANCE - End of year
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VILLAGE OF COLON

REQUIRED SUPPLEMENTAL INFORMATION
MAJOR STREET FUND

BUDGETARY COMPARISON SCHEDULE

YEAR ENDED MARCH 31, 2007
Variance
with
Original Amended Amended
Budget Budget Actual Budget
REVENUE
State grant S 68,600 S 68,600 S 66,302 S (2,298)
Interest 325 325 503 178
Other 5,700 5,700 7,503 1,803
Total revenues 74,625 74,625 74,308 (317)
EXPENDITURES
Public works 97,721 97,721 85,128 12,593
EXCESS (DEFICIENCY)OF
REVENUE OVER EXPENDITURES (23,096) (23,096) (10,820) 12,276
OTHER FINANCING (USES)
Transfer to other funds (18,000) (18,000) (18,000) -
EXCESS (DEFICIENCY) OF
REVENUE OVER EXPENDITURES
AND OTHER USES (41,090) (41,090) (28,820) 12,276
FUND BALANCE -
BEGINNING OF YEAR 75,481 75,481 75,481 =
FUND BALANCE -
END OF YEAR S 34,385 S 34,385 S 46,661 S 12,276
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VILLAGE OF COLON

REQUIRED SUPPLEMENTAL INFORMATION
LOCAL STREET FUND
BUDGETARY COMPARISON SCHEDULE
YEAR ENDED MARCH 31, 2007

Variance
with
Original Amended Amended
Budget Budget Actual Budget
REVENUE
State grant 32,000 s 32,000 s 31,401 s (599)
Interest 350 350 229 (121)
Other 3,750 3,750 5,020 1,270
Total revenues 36,100 36,100 36,650 550
EXPENDITURES
Public works 84,570 84,570 49,235 35,335
EXCESS (DEFICIENCY)OF
REVENUE OVER EXPENDITURES (48,470) (48,470) (12,585) 35,885
OTHER FINANCING SOURCES
Transfers from other funds 18,000 18,000 18,000 -
EXCESS (DEFICIENCY) OF
REVENUE AND OTHER SOURCES
OVER EXPENDITURES (30,470) (30,470) 5,415 35,885
FUND BALANCE -
BEGINNING OF YEAR 49,361 49,361 49,361 =
FUND BALANCE -
END OF YEAR 18,891 S 18,891 3 54,776 S 35,885
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INDEPENDENT AUDITOR"S REPORT ON INTERNAL CONTROL OVER
FINANCTIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Te the Members cf the Village Council
Viliage of Colen

We have audited the financial statements of the govermmental
activities, the business-typé activities, each major ftund, and
the aggregate remaining fund information of the Village of Colon
(the *village"], as of and for the year ended ended March 31,
2007, which: colleotively comprise the Village’s basic financial
statements and have issued our report thereon dated July 10,
2007, We conducred our audit in accordancs with auvditing
standards generally accepted {n the United states of America and
the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General
of the United States,

ont 3 ing - In planning and
partoming aur audi.t. we mnsidered r.he Village's internal
control over financial reporting linternal centroll as a basis
for designing our auditing procedurea for the purpose of
exXpressing our opinions on the fimancial statements, but not for
the purpose of expressing an opinion on the effeclivenesa of the
village's internal control over financial reportlng.
Accordingly, we do not express an opinion on the effactivensss
of the Viliagse's intermal control over financlal reporting,

Dur congideration of Llnternal contreol over flnancial reporting
was for the limiced purpcse described in the £irst paragraph and
would not nacessarily identify all de=ficienciss it internal
contrel over flnancial reporting thar might be significant

deflciencies or material weaknegses. Howaver, as discussed.

below, we idenrified certain deficiencles in internal control
over Ffipancial reporting that we consider to be significant
deficiencles,

A control deficiency exists when the dealgn oy operation of a
control does not allow management or employees; in the normal
ceurss of performing their assigned functions, to prevent ar
detect misstatements on a timely basis. A significant
deficiency is a control deficliency, or combinaticn of ceontyol
deficiencies, that adversely affecta the entity's ability to
initlate, authorize, record, process, or report financial data
relisbly in accordance with generally accepted accouncing
principles sach that thers is wore than a ramote llkellhopd that
a4 misstarement of rthe encicy’s financlal statements chat is more
than inconsagquential will not be prevented or detected by the
entivy’s internal contvel over [inanclal reporting. We congldey
the deficlencies described below to be significant deflelenciss
in intsrnal contyol over finanecial reportina, Thesze
deficlencies are referenced as 2007-1 and 2007-2,
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Finding 2007-1: Management is unable to produce financial statemencs in
accordancs with acoounting principles generally accepted in the
United Stateas of America.

Rasponse: Due primarily to the related negative {mpact on cash funda
available te the WVillage, the hiring of acecunting personnel
capable of writing the Villagse's finanecial statements ang
feotnetes in accordance with accousnting principles generally
accepred in the Uniced Stares of Amsrica is cost prahibitive.

The Village's response to the findings (dentified in our audit
is described zbove. We did not audit the village’s response and,
avcordingly, we express no opindon on it.

Finding 2007-2: Lack of segregation of duties exists in the accounting function
due to the limited number of accounting personmel .

Responae: As noted above, dus to decreased cash [lows of the Village,
management is unable to employ the nunmber of accounting persconnel
to atrain an adeguate separation of duties betwsen managsment
functiong, accounkbing functions and ocustody of the Village's
assetg. Te the extent pozsible, duties are allocated besbwsen
aCcounting personmel Lo mitigate risk of material
misappropriation of assets. In addition, the village Council
assumes a higher level of oversight responsibilities to mitigate
risks related to thls lack of segregation of duties.

The Village's raasponse to the findings identifisd in our audic
is described above. e did net auvdit the Village's response and,
decordingly, we express no opinicon on ik,

A material weakness id a significant deficiency, or combination of significanc
def:ciencies, rthat results In more than a remote llkelihosd that a material
misstartement of the financial statements will not be prevented or detected by the
Village's intermal cortrol. Our consideraticn of the internal control over
financial reporting was for the limited purpose described in the firar paragraph
of thlsg ssctlen and would not necessarily identify all deficisncies in the
tnternal econtrol that might be significant defleisncies and, accordingly, would
not necessarily discloge all significant deficiencies that are also rongidered to
be material weaknesses. However, of the signlficant deficienci=s described above,
we comsider Finding 2007-1 and Finding 2007-2 to be a material weaknesa.

- A part of obtaining reascnable assurancs about
whether Village‘s finanCLal gtatements are free of material misstatement, we
performed tests of ite compliance with certain provisions oF laws, regulations,
contracts, and grant agreements, noncompliance with which epuld have a direct and
material #ffect on the determination ©f financial statement amcunts. Howsver,
providing an opinion on compliance with those provisicns was not an objective of
our audlt and, accerdingiy, we do not express such an opinion. The results of our
testa disclesed Instances of noncompliance or other marters that are required to
be reported under Government Auditing Standards. These instances are referenced
as 2007 -A.
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Pinding 2007-A: The water Fund Bond Agreement requires the establishment and
funding levels for cthe Bond Reserve and the Repair, Replacement
and Improvement Fund. Funding level requiresmsncs are noC
currencly being achieved and the Village s not 4n compliance
with the Bond Agreement. '

Response: Vvillage Management is geviewing the waler rate gatrudture Eo
datermine what changes can be made in order to generate the cash
flow needed to Fund che Boud Ressrve and tas Repalr. Replacement
snd Improvemens Pund,

The Village's response to the findings ldentliflied in outr audit
ia described pbove. We did nov audic the Village's respomnse and,
aconrdingly, we express no opinion ot jt.

This xepur'l‘: i8 intended aolely for the informarion and use of the managemsnt,
cthers within the organlzation, the Villase Council and federal awarding agsenci=zs
and pass-through entities, and ig not intended vo be and should nor be used by
anyone other than these specifietd parties.

July 10, 2007




